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PATTEN'S RECONSTRUCTION OF ECONOMIC THEORY 1 

THE first reading of Professor Patten's essay leaves one gasping. 
Surely this is post- impressionism in economics ! Where is the 
unity? What is the drift? Brilliant and startling notions 
abound, but how are they related to each other? The reviewer, how- 
ever, after reading the essay carefully three or four times, has found it, 
not indeed a unit, but at all events a collection of fairly distinct units, 
and he suspects that the author could, if he chose, point out relations 
that would make a unit of the whole. 

There is, first of all, a delightfully personal introduction, in which 
Professor Patten reviews certain phases of American economic theory 
for the past thirty years — " quorum pars tertiafui" — and contrasts his 
own attitude with those of Professors Giddings and Clark. Professor 
Clark is " rational and "monistic " ; Professor Patten is " pragmatic " 
and " pluralistic." Professor Giddings, as a sociologist, necessarily 
holds, according to Professor Patten, that economic laws depend on 
more fundamental sociological laws, while he, as an economist, main- 
tains that economic phenomena are primary. Monism in economics 
has failed. Neither Professor Clark nor Professor Marshall has suc- 
ceeded, the author contends, in deriving dynamic laws from static laws. 
The Austrian effort to develop a general scheme of economics from the 
principles of utility has failed. Monism as a scheme survives only in 
sociology, where, however, it is coming out more prominently than 
ever before. 

The reviewer questions the correctness of these contrasts. Doubt- 
less the Austrian utility theory of economics is monistic, and the 
reviewer would agree that it has failed. But Professor Clark, if one 
takes into account his Philosophy of Wealth and the later chapters of 
his Essentials of Economic Theory, can hardly be called an economic 
monist. And if pragmatism means using scientific constructs as tools 
of thought, with a full consciousness that they are mere tools, then 
surely Professor Clark's "static state," based on " heroic abstraction," 
is essentially an employment of the pragmatic method. As to Professor 
Giddings, the contrast seems even less satisfactory. That "conscious- 
ness of kind" is the distinguishing fact and the peculiar theme of 
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sociology Professor Giddings would not now maintain ; and there are 
few economists who stress more strongly than he does the significance 
of economic factors. The reviewer questions, too, the principle of 
differentiation as between economics and sociology which Professor 
Patten implies in this latter contrast. The notion that the economist 
is bound to have one theory, while the sociologist is bound to have a 
different theory, to explain the same problem, is a confession of the 
bankruptcy of social science. If both are scientific, why can't they 
have the same theory about a given problem? The differentiation 
should come in the problems themselves. Neither has any monopoly 
of any set of facts which may be used for purposes of explanation. 

Two other points are noted in connection with the development of 
American theory : one, the rise of the economic interpretation of 
history; the other, the increasing influence, since 1900, of socialism. 
In considering the first of these matters, Professor Patten gives an 
interesting statement of the essence of his own " genetic " or 
"dynamic" viewpoint in economic theory: "static" laws can be 
determined under any group of social conditions, but dynamic laws can 
be found for any given phenomenon only by a study of the particular 
historical epoch in which the phenomenon is prominent. The various 
dynamic elements become prominent one after the other, and each 
gives an epoch its distinguishing character. History thus becomes a 
series of sharply defined epochs, each presenting itself in contrast with 
and in opposition to its predecessor. This notion, more fully devel- 
oped in other parts of the essay, seems to have kinship with Ward's 
" sympodial evolution," and with the Hegelian dialectic. The rise of 
socialism Professor Patten thinks due in large part to Professor 
Seligman's Economic Interpretation of History, which he calls the 
" Bible of American Socialism." This view will probably commend 
itself neither to Professor Seligman nor to the American socialists. 
Socialists go to Professor Seligman rather than to Marx, Professor Patten 
declares, because the former has taken away the materialistic setting 
from the economic interpretation of history , and the American socialist 
is sentimental father than materialistic. 

Chapter ii is a discussion of certain contrasts in philosophical back- 
grounds and in emotional reactions. It is interesting, even though 
hard to understand. And the reviewer would question the inevitable- 
ness of the contrast which puts "spiritual or genetic " on the one side, 
while " material or structural " constitutes the other term. It would 
seem that the contrast between spiritual and material should not be 
identified with the contrast between genetic and structural without some 
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argument to justify it. And " pragmatic and hence economic " in 
contrast with " dogmatic and thus sociological" is, again, not self- 
evident. 

Professor Patten's estimate of Marx is acute and exceedingly interest- 
ing. " Marx Germanized English economics. . . . But for the pre- 
judices of the German economists, these ideas would have become 
commonplaces in Germany, and would thus have prevented Marx from 
gaining position by utilizing them." Marx replaced the " theological " 
setting which these ideas had in English thought with the " material 
view " then prevalent in Germany. The theory of harmony of interests 
between laborers and employers Marx replaced with the doctrine of 
class struggle. The laborers were to be the surviving class into whose 
hands society was to come. " This position, however, became unten- 
able through the rise of the theory of evolution. Darwinism does not 
prove that the world belongs to rabbits. It proves that the rabbits 
belong to foxes." From this comes Marx's dilemma, and Professor 
Patten holds that much of Marx's later work consists in a further and 
unsuccessful effort to solve it. Professor Patten does not anticipate 
any such growth of socialism in this country as has taken place in 
Germany. "Assume that Germany is not ahead of us in development, 
and her 3,000,000 socialists afford no indication that our progress will 
bring a like development. Are we pacemakers in economic evolution 
or is Germany?" Other chapters are given to " Types of American 
Socialism," "Voluntary Socialism" and "The Avoidance of State 
Socialism." 

American economic thought has roots both in Germany and in the 
economics of John Stuart Mill. Discussions of the errors which Pro- 
fessor Patten sees in both of these sources, together with an explanation 
of the origin of these errors in the personal and national environments 
of Mill and the German economists, occur in the earlier chapters. The 
reviewer must be content merely to mention these interesting side-lights. 

The central features of the essay are the attack on " natural law" 
and " static " theories of distribution and the effort to reconstruct the 
theory of distribution on a genetic basis. Not only theories of causa- 
tion but categories also are to be reconstructed. The terms wages, 
interest, profits and rent are to be given up and new categories substi- 
tuted. On this point Professor Patten's argument is not convincing, 
because he uses the current categories in unusual ways. Wages, for 
him, seems to mean the result of " toil," and toil seems to be identified 
with pain (pages 36-37, 39). Machine workers get, not wages, but 
rent of ability. Criticism of the familiar categories, when unfamiliar 
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meanings are given them , seems to be beside the mark. The new 
categories which Professor Patten wishes to substitute appear to be 
chosen on the following principle : he wishes to emphasize certain 
causes affecting distribution which have not been adequately recog- 
nized in the past. For each new cause, he wishes a new distributive 
share. The categories, in other words, are to be chosen, not with an 
eye to the types of income actually received, but with a view to the 
causes determining the amounts of income. But this, the reviewer 
would suggest, makes agreement on terminology almost impossible, 
because it requires us first to come to agreement in our theories of 
causation. Definitions and categories should be, as far as possible, 
common ground. It is easier for us to agree what our problems are than 
to agree how they are to be solved. The distributive shares recognized 
in contract relations and actually received in practice constitute the 
problem, and hence constitute a norm for testing categories. That 
this norm requires changes in categories from time to time and that the 
prevailing categories do not exactly correspond with this norm the 
reviewer grants, but he maintains that they approximate it much 
more nearly than do Professor Patten's new categories. There may be 
scientific reasons which make departure from this norm inevitable , but 
the case must be made out. There is, however, a more fundamental 
difficulty : to make a separate share for each cause is impossible, be- 
cause no share depends exclusively on one cause, and no cause exhausts 
itself on one share. 

More significant than the question of categories is the question of 
causes. Professor Patten would reject the theories which make dis- 
tribution depend on natural law or "static " law. He would introduce 
the elements of struggle, monopoly, legal changes, changes in educa- 
tion, in morals, in standards of consumption; " distribution is thus 
complex, following no one law." As a criticism of the Austrian effort 
to juggle the whole story out of " marginal utilities," or of other "mon- 
istic " explanations of distribution, Professor Patten's case is made, 
even though he wastes part of his ammunition on discarded doctrines 
like the wages fund. In passing, a curious logical lapse may be noted 
in his criticism of a variant of this doctrine. The argument criticized 
is that superwages for one group of laborers come out of capital, hence 
out of the wages fund, and hence out of the wages of other classes of 
laborers. Professor Patten objects ( r ) that superwages come, not out 
of the capital in the wages fund, but out of superprofits (page 42), 
and (2) that capital comes, not from savings, but from superprofits 
(page 43). Had he been content with one of these propositions 
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alone, his case would be formally clear, but both points together put 
him back into the original difficulty. For the case now stands : ordi- 
nary wages come from capital, from the wages fund ; capital comes 
from superprofits ; hence wages come ultimately from superprofits ; but 
superwages come from superprofits, hence from the same source from 
which ordinary wages come ; hence they leave less for ordinary wages. 
But the general doctrine here is significant and timely. It is that 
there are no natural laws standing in the way of radically increasing 
the income of the laboring classes at the expense of the incomes of 
other classes ; that the defenders of the existing distribution of wealth 
cannot hide behind a natural law, with the pious wish that it were 
different. 

One factor which Professor Patten considers vital as working for a 
redistribution of wealth is " budgetary pressure." The idea which the 
phrase involves may be stated as pressure of a rising standard of living 
upon less rapidly expanding or even diminishing resources, as meas- 
ured in family budgets. The budget plays a double r61e. In the first 
place, the budget is a registering machine, for scientific purposes, 
which is to supplement wholesale price quotations. Wholesale prices 
fail to reveal and measure all the necessary elements. But more 
significant is the psychological relation of budget and budget-maker. 
Only the man of imagination and moral energy will keep books and 
make arithmetical plans for the disposal of his family income. A 
budget-making laboring class is a progressive laboring class. The 
budget reacts in enhancing the very qualities which made it possible : 
imagination and definiteness of purpose are increased by it. The 
budget-maker knows definitely his grievances. When he acts, he acts 
toward a definite end. Budgetary pressure works in two main ways : 
it leads directly to political and other organized activity to increase 
class incomes directly ; and it leads to the better education of the 
children of a family, in order that their income, added to the father's 
income, shall remove the deficit in the budget. Budgetary pressure 
leads more members of the family into industry. The going of a 
daughter into industry makes the father interested as a citizen in the 
general problem of woman labor, where before he was indifferent. To 
say that the static theory will account for the increase in family income 
due to better education of children, that the doctrine of class struggle 
is likewise not new, and that we already knew that wants are dynamic 
agents, by no means takes away the originality and significance of 
Professor Patten's emphasis on the phase of social psychology he has 
described. His doctrine is more than a mechanical synthesis of these 
elements. 
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The remedies for budgetary pressure which Professor Fatten himself 
believes feasible we need not here consider. His general social pro- 
gram is well known. But it is worth while to criticize his view that 
there is no hope of relieving the pressure through lowering prices. 
The references to price theory in the book are frequently unsatisfactory. 
Thus, on page 48, he sets in co'ntrast two doctrines which are perfectly 
consistent : one that the reduction of prices is a good thing ; the other 
that prices in general can neither be raised nor lowered. The apparent 
inconsistency comes from the ambiguity of the word " price." In the 
first proposition, prices mean money-prices; in the second proposi- 
tion, prices mean ratios of exchange without reference to any standard, 
or, in Ricardo's phrase, " relative values." On pages 60-61 the 
author maintains that 

low prices are the index of low values of personal services. The family 
budgets lose, therefore, on the income side all the savings that low prices 
bring, while the gains from low costs accrue to the benefit of the replace- 
ment fund and hence raise profits at the expense of personal income. 
Reductions in prices thus increase the budgetary pressure. The relief must 
come from other sources. 1 

But why must personal incomes fall because prices fall? Suppose prices 
fall because increased personal efficiency leads to larger products? 
Suppose there is a larger volume of capital, and a lower interest rate? 
Suppose monopoly profits are cut out in the interests of the consumer? 
Are wages the only element in expenses of production? Are there not 
a host of alternatives which would prevent the incomes of the laborers 
bearing the whole burden of falling prices? 

Agreeing with Professor Patten in very much of his constructive work 
in the analysis of the factors — social psychological factors — affecting 
distribution, the reviewer cannot agree that his doctrine necessarily ex- 
cludes the current " static " price theories of distribution of Professors 
Clark, Fetter, Fisher, Boehm-Bawerk, and Marshall. Professor Patten 
does not indeed directly criticize the writers named, but the drift of his 
argument seems to be that, since he gives a different sort of account 
from theirs, the truth of his view would exclude the correctness of 
theirs. But to the reviewer the two lines of explanation seem comple- 
mentary. Professor Patten is studying the genetic process ; the price 
theories are concerned with the cross-section picture. What Professor 
Patten presents is qualitative merely; before the genetic elements 

1 The italics are the reviewer's. Compare this with the doctrine at the top of page 
43 of the essay. The reviewer is unable to reconcile the two statements. 
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can become quantitatively measured, they must be studied in their 
equilibria with each other, must be compared with each other, must be 
measured in price terms. The price theories are less fundamental, but 
are also more exact, than theories of the sort Professor Patten presents. 
That the price theories have considered too few elements, that they 
have often been based on erroneous value concepts, and that they have 
claimed more fundamental validity than they are entitled to, the re- 
viewer himself would insist; but he would also insist that they are 
necessary if the theory of distribution is to be put into quantitative and 
usable shape. 

Professor Patten's essay, like most things that come from his pen, 
has accomplished its purpose. It has stimulated thought. A session 
of the American Sociological Association and a session of the American 
Economic Association at Boston last December were given over to its 
discussion. Few men read what Professor Patten writes without chang- 
ing their opinions on the points discussed — not necessarily changing 
them in the direction that Professor Patten indicates, but none the less 
changing them. While the essay is in parts difficult and involved, it 
is exceedingly interesting. The personal tone is attractive, the frank 
recantation of many of the author's earlier assertions is courageous and 
admirable. All told, it is a noteworthy book. 

B. M. Anderson, Jr. 
Columbia University. 



